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Abstract : Following Acenmogu (2006) , we congruct a simrple modd to invedtigate how the dite s preference for high intermediate
good price trandates into ingficient economic inditutions and political inditutions. Price manipulation mechaniam inplies that the
dite prfer to high prdfits through nonopoly pricing. An increase in tax rate declines the demand for intermediate good from the
midde dass, hence reducing nonopoly prdfits, hence the price manipuation notive aways decreases taxes to below the pure
revenue-maximizing leve , which is opposte to the case in Acemogu (2006) .
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